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TO THE SHAREHOLDERS: 


FINANCIAL 1973 


Record achievements in sales short energy supply situation, 
earnings from operations and earnings from the Macassa-Tegren 
cash flow are reported for Upper gold operation and Brinkerhoff 
Canada Resources Limited, its Drilling Canada Limited exceeded 
divisions and subisidiaries. objectives. 

With the continuing increase in the Unfortunately, earnings were 
price of gold on the free market and adversely affected by low operating 
expansion of oil and gas explora- volume and reduced product sales 
tion and development in Canada of Becker Drills Ltd., Heath & 
and the U.S. due to the current Sherwood Drilling Division and 


| Comparative Financial Highlights 1973/1972 | 
To Dec. 31, 1974 To Dec. 31, 1973 


Revenue $21,793,000 $ 5,853,000 | 
Operating Income (before taxes 

and extraordinary items) $ 1,011,000 $ (379,000) 
Net income (loss) for the year $*" 271,000 $'-7(172;000) 


Earnings (loss) per share: 
Income (loss) before 


extraordinary items $ .09 $ (.08) 
| Extraordinary items $ (.04) $ .05 
| Funds from operations $ 3,330,000 $* (18,000) 


| Net working capital position $ (1,609,000) $ (356,000) 


Drill Systems Inc. due to continuing 
low level of activity in North 
American mining exploration. 


Significant improvements in 
revenue, earnings and cash flow 
from Becker Drills, Heath & 
Sherwood Drilling, and Drill Systems 
during the first quarter of 1974 
resulted primarily from operating 
economies achieved through mid- 
year organizational changes and 
improvements in mineral exploration 
and construction drilling activity. 
Additionally, continuing increases 

in revenue and earnings from 
Macassa-Tegren, Brinkerhoff 
Drilling, Challenger Rentals, and 
recently acquired Challenger 
Services Limited resulted from 
increases in sales, price for gold and 
historical high levels of oil and gas 
exploration and development 
activity. A record first quarter for 
UCR is evidenced by the following 
unaudited financial summary for the 
first three months of 1974. 


depreciation which effectively 
defers tax payments beyond 1974. 


OPERATIONS 

Alyeska Pipeline 

For the past nine months 
considerable time and effort has 
been devoted by Becker Drills to 
equipment development, field 
testing and the preparation of 
proposals for operating contracts on 
the Trans Alaska Crude Oil Pipeline 
to be commenced late in 1974. A 
contract for preliminary soil 
sampling along the length of the 
proposed pipeline route has been 
awarded to Becker by the Alyeska 
Pipeline Service Company. 
Decisions on additional proposals 
submitted to Alyeska are 
anticipated in the near future. 


Late in 1973, Drill Systems Inc. 
completed construction of a proto- 
type drill rig to demonstrate the 
feasibility of drilling and installing 
steel piling in permafrost in a single 


Comparative Financial Highlights 
First Quarter 1974/1973 
(Unaudited) 


Revenue 
Operating income (before taxes and 


extraordinary items) 
Net income for three month period 


Earnings per share: 
Income before extraordinary items 


Extraordinary items 
Funds from operations 
Net working capital position 


Despite a successful year, working 
Capital objectives for 1973 were not 
achieved. However, objectives for 
improvement in net working capital 
position of the company during the 
first quarter of 1974 were achieved, 
with further improvement a 
continuing and prime objective of 
management. 


The cash position of the company is 
assisted by ability to claim capital 
cost allowances in excess of 


Three Months to 
March 31, 1973 


Three Months to 
March 31, 1974 


$ 9,354,000 $ 7,476,000 


1,477,000 
1,043,000 


911,000 
911,000 


14 .08 

05 .08 

2,059,000 1,387,000 
205,000 357,000 


operation. Incorporating the Becker 
patented triple tube hammer 
method for ‘pulled-in’ pile installa- 
tions up to twenty four inches in 
diameter and to a depth of fifty feet, 
the rig was successfully tested 
during January of 1974 in Alaska 
for Alyeska. 


Drill Systems recently received a 
purchase order, valued in excess of 
$4,000,000.00 for drill rigs to be 
delivered before the end of 1974. 


Additional quotations for the sale 
of equipment to Alyeska have been 
submitted. 


GOLD MINING 
Macassa-Tegren 


The outlook for gold mining 
continues to be bright. Increasing 
free market prices for the metal 
have continued to improve income 
from the Macassa-Tegren gold 
operation. Ore reserves have been 
maintained. 


UCR is confident of the future for 
gold and is now making plans to 
implement long range plans to 
develop additional gold reserves. 
Feasibility studies on the proposed 
Lakeshore-Wright Hargreaves gold 
tailings reprocessing project 
continue with a decision expected in 
the near future. 


Mineral Exploration 


Surface geophysical and diamond 
drilling programs are underway on 
the Upper Beaver copper gold 
property. A decision on possible 
reopening of this suspended 
operation will await results of 
current exploration programs, 
evaluation of operating economics 
in light of improved gold and copper 
prices and anticipated improvement 
in the current tight labour supply 
situation. 


A complete review of gold 
properties held in Kirkland Lake 
area by subsidiary and affiliate com- 
panies Queenston Gold Mines 
Limited, Laberada Mines Limited 
and Upper Kirkland Mines Limited, 
is now under way. 


Using funds advanced by UCR in 
return for treasury shares at .15 
cents per share, subsidiary company 
Belleroche Mines Limited is 
currently conducting diamond 
drilling on its dormant gold mining 
property in the Cadillac area of 
Quebec to confirm gold values 
reported in drill holes completed 
late in 1973 by adjacent property 
owner, Gold Hawk Mines Limited. 


CONTRACT DRILLING AND 
RENTAL SERVICES 


Oil and Gas 


Brinkerhoff Drilling, Challenger 
Services and Challenger Rentals 
experienced record sales and 
earnings as oil and gas exploration 
and development activity expanded 
in Canada and the United States in 
response to demand for develop- 
ment of increased petroleum 
reserves. Despite the barrage of 
unfavourable government controls 
and legislation, current high levels 
of exploration and development 
activity in the petroleum industry 
are expected to be exceeded over 
the next five to ten year period until 
significant in-roads into petroleum 
markets are made by alternate 
energy sources. 


Mining and Construction 


Recent improvements in mineral 
exploration and construction 
activities in North America have 
been experienced and it is 
anticipated that recently exper- 
ienced improvements In earnings 
of Becker Drills and the Heath & 
Sherwood Drilling Division will 
continue. 


Manufacturing 


Drill Systems Inc., formerly Truco 
Canada Limited, was acquired by 
UCR in January of 1973. Drill 
Systems subsequently acquired the 
manufacturing plant and facilities of 
Becker Drills Limited to form the 
manufacturing arm of UCR with 
plants in Calgary, Alberta and North 
Bay, Ontario. 


Oil and Gas Exploration 


UCR management has continued 
to explore a number of methods of 
improving security and stability of 
long term earning power, including 
ownership of produceable oil and 
gas reserves. During the year UCR 
entered into a joint agreement with 
Viking Oil and Gas of Edmonton to 
explore and develop shallow gas 
plays, on a limited basis in Alberta. 
Testing of recently acquired oil and 
gas permits will begin this spring. 
Brinkerhoff holds interests (7,836 
net acres) on prospective oil and 


gas properties in northwest and 
eastern Alberta, the latter with 
producing oil and gas wells. Further 
development is planned. 


On March 20, 1974, UCR entered 
into an agreement with Dr. F. 
Yandel, Jr. to acquire his 21.3 
percent interest in recently dis- 
covered commercial gas reserves, 
estimated at more than 250 BCF, in 
the North Coleman area of Alberta. 
A sales contract is now being 
negotiated, with production 
anticipated by year end. Purchase 
consideration is a combination of 
issuance of UCR treasury shares, 
Bankeno shares held by UCR and 
certain UCR interests in Bankeno 
Arctic petroleum permits. 


This agreement was due to close 
April 30, 1974, but is subject to 
existing rights of first refusal by 
third parties, some of whom are 
purporting to exercise these rights 
in a manner which your manage- 
ment is disputing. No assurances 
can be given that the agreement will 
be consumated. 


Acquisitions 


Effective October 31, 1973, 
Brinkerhoff Drilling Canada Limited 
acquired all of the issued and 
outstanding shares of Challenger 
Well Servicing Limited (since 
renamed Challenger Services 
Limited), an oil well servicing 
operation out of Swan Hills, Alberta. 
Purchase price of $445,000.00 was 
satisfied by cash payment of 
$100,000.00 and a three year note 
on the remainder. Services offered 
by Challenger Services to an 
expanding oil and gas industry in 
Alberta compliment contract and 
rental services offered by parent 
company Brinkerhoff Drilling 
Canada and sister company 
Challenger Rentals. 


INVESTMENTS 
Bankeno Mines Limited 


While sufficient data has not been 
released to prepare meaningful 
estimates of discovered reserves, 
the available data suggests the 
Panarctic Oils Limited discoveries 
on Melville Island, King Christian 


Island, and Ellef Ringnes Island 
may have delineated gas reserves 
in the order of 12 to 15 trillion 
cubic feet. 


The most significant showing of oil 
to date was recently encountered in 
the Bent Horn well on Cameron 
Island. This well penetrated sixteen 
feet of clean oil pay and flowed at a 
rate of 500 barrels per day of low 
sulphur 44.5 API gravity oil. The 
well has been left suspended for 
future re-entry and use. 


Feasibility studies on mining, 
processing plant, and transportation 
for Arvik Mines Limited, of which 
Bankeno has a 25 percent carried 
interest, zinc-lead project on Little 
Cornwallis Island continue and 
progress reports from Cominco, 
operators of Arvik, are expected 
momentarily. We are confident that 
Arvik will be a major producer of 
zinc and lead and, in the long term, 
a source of substantial income to 
Bankeno. 


Heath & Sherwood Drilling 
(Western) Limited 


Due to lack of petroleum industry 
acceptance of slim hole diamond 
core drilling techniques, your board 
concluded during the year that 
certain inventory, stores, drilling 
equipment and goodwill of 
$991,000.00 should be written off 
in the interests of sound reporting. 
Accordingly, the 1973 financial 
results include a write-down of 
$1,381,000.00 (net of related 
taxes) in respect of these items. 


Although uncertain future markets 
for the services precipitated the 
write-downs, there is still significant 
interest in the slim hole technique 
and efforts will continue to develop 
potential markets. 


To facilitate this, a decision was 
made early in 1973 to co-ordinate 
this operation with sister company, 
Brinkerhoff Drilling, to capitalize on 
Brinkerhoff's long-standing recogni- 
tion as a competent drilling con- 
tractor in the petroleum industry. 


Additionally, in order to gain 
utility from inactive equipment, the 
company’s name was changed late 


in 1973 to Challenger Rentals 
Limited, and the operation was 


expanded to include rental of tools 


and equipment to the petroleum 


industry. This spare equipment has 
been supplemented with oil industry 
equipment from Brinkerhoff stocks 
to provide a more diversified rental 


inventory. 


JOHN WILLIAMS McBEAN 


The passing of John Williams 
McBean on December 28, 1973 
is reported with deep regret. 
Former President and Director 
of UCR and Executive Officer 
and Director of the predecessor 
company, Upper Canada Mines 
Limited, from 1957 until his 
untimely death, ‘Jack’ McBean 
was a guiding light to 
formation of the UCR 
organization as it now exists. 

It is the objective of present 
UCR management to ensure 
continuity of direction 
established by him. 


ORGANIZATION 


Mr. Roy H. Allen joined the 
company as Director and 
Executive Vice-President and 
General Manager of Brinkerhoff 
Drilling. Recently, Roy was 
appointed President of 
Brinkerhoff, Challenger Services, 
and Challenger Rentals. 

Mr. H.J. (Hank) Sydor joined the 
UCR as Executive Vice-President 
and General Manager of Drill 
Systems Inc. 

Early in 1974, Mr. Eric Connelly 
of Calgary was appointed to the 
Board to fill the vacancy 
created by the death of J.W. 
McBean. 


R.M. Gray was elected a Vice- 
President of the company and 
he was succeeded in Heath & 
Sherwood Drilling by John N. 
Tilley who joined UCR as 
Executive Vice-President and 
General Manager of Heath & 
Sherwood Drilling and Becker 
Drills. 


Recently, Gerald F. Day, 
Director and formerly principle 
counsel for the company as a 
partner with Day, Wilson, 
Campbell, accepted a full time 
appointment as Vice-President 
and General Counsel of UCR, 
and Ms. Erica Goring was 
appointed Secretary. 


APPRECIATION 


Your Directors extend to all 
management and employees of 
UCR, its divisions, and sub- 
sidiaries, sincere appreciation 
for their efforts and’ achieve- 
ments of the past year. With the 
help of their skills and resource- 
fulness, we look forward to the 
future with a high degree of 
confidence. 


On behalf of the Board, 


J 


John C. McBean, 

President and Chief Executive 
Officer 

Toronto, Ontario, 

May 10, 1974 


BECKER DRILLS LTD. 
BECKER DRILLS INC. 


John N. Tilley 
Executive Vice-President and 
General Manager 
Brian J. Anderson 
Secretary- Treasurer 
Darrell Bennett 
Assistant General Manager 


BEGKERS DRIES ene: 


BECKER DRILLS 


Becker Drills Ltd. can look back 
on 1973 as the year of trans- 
ition from a small contracting 
and manufacturing company to 


one of the leading drilling 
contract drilling service com- 


panies offering services to the 
construction, mining and oil and 
gas industries from branch 
locations in Vancouver, Calgary, 
Toronto, and Denver. 


Many changes were made in the 

organization during 1973, 

including: 

- Sale of the manufacturing 
division to Drill Systems Inc. 


- Upgrading of existing fleet 
of equipment. 


- Addition of five (5) drills to the 
Canadian and U.S. contract 
fleet for a total of 26 rigs. 


- Reorganization and hiring of 
new staff to serve the industry 
better. 


- Development of a new coring 
system for the Tar Sands, and a 
new model drill for larger 
diameter piling work for Arctic 
pipelines and building 
foundations. 


Making the preparational 
changes necessary to establish 
a heavy construction division 


to offer complete drilling services 


to the construction, and oil 
and gas industries as a 
major contractor. 


Due primarily to the decrease 
in mining activity in western 
Canada in 1973, and postpone- 
ment of some major construction 
projects, activity during 1973 
was below anticipated levels. 
Major contracts completed 
during the year included: 


- 100 miles of transmission line 
anchors in northern Manitoba. 


- 100 miles of transmission line 
anchors in northern Quebec. 


ING 


- Coring and exploration projects 
in the Athabasca Tar Sands. 


- Piling foundation and tie-back 
anchors in Alberta, Ontario, 
Quebec, and Texas. 

- Soils investigation projects 
in all provinces in Canada and 
ten states in the U.S.A. 


- Various mining exploration 
projects. 


Development of the 520 Becker 
drill for drilling and placing of 
large diameter piling for Arctic 
pipelines was completed during 
1973. Excellent results were 
obtained during the preliminary 
tests recently carried out in 
Alaska jointly with Drill Systems 
Inc., former manufacturing 
division of Becker. 


Becker has submitted proposals 
to Alyeska Pipeline Service 
Company for operation of these 
and other drill rigs to be 
employed in construction of the 
trans-Alaska crude oil pipeline 


Left to right: Art Vollendorf, Sonny Lord, Earl Goodman, Lars Anderson, Darrell Bennett. 


now underway. Decisions from 
Alyeska are expected in the 
near future. 


Athabasca Tar Sands and drain wells, midwestern 
- Soils exploration project for U.S.A. 

future dam sites in northern 

Manitoba. Transmission line 

anchors in Newfoundland. 


Becker Drills Inc. is opening a 
branch office in Fairbanks, 
Alaska to handle all Alaska 
operations. 


A major drilling contract was 
awarded to Becker in northern 
Manitoba on the Long Spruce 
Power Dam during the year. This 
is a three year project. Becker 
will perform all the drilling 
connected with this project 
which includes soil sampling, 
sand drain installation, diamond 
drilling, plus other types of 


- Transmission line anchors in 
northern Manitoba 

- Long Spruce power develop- 
ment project, northern 
Manitoba. 


- Exploration of coal deposits in 
Alberta and B.C. 
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drilling connected with a power U.S.A. 


dam development. - Soils investigation project in 


Due to increasing demand for Oregon. 


development of additional 
sources of petroleum and 
electrical energy, significant 
increase in activity levels for 
1974 are anticipated. 


- Soils investigation for power 
dams and pipeline routes in 
Alaska. 


- Drilling and placement of piling 


for trans-Alaska pipeline. 
Major projects in progress or 


a: : - Piling installation for buildings 
under negotiation include: g g 


and pipeline feeder lines at 


Canada: Prudhoe Bay, Alaska. 


- James Bay hydroelectric 
development 


- Coring and exploration of the 


- Coal exploration, north central 
U.S.A. 


- Power dam site investigation 


DRILL SYSTEMS INC. 


Hank J. Sydor 
Vice-President and 
General Manager 
John Uiska 
Secretary-Treasurer 


Seated left to right: Floyd Becker, Hank 
Sydor, Geoff Fairs. 

Standing left to right: Ernie Jenkens, 
Mike Mulligan, John Uiska. 


. The design, development, 


manufacture and sale of drilling 
equipment is the main purpose 
of this division with 1974 
production to be centered 
around the Becker H-520 
hammer drill for pile installa- 
tion on the Alaska Pipeline. In 
June of 1974, Drill Systems 
will be moving to a larger plant 
location in Calgary, of suf- 


DRIES SEM Sale 


A complete program of redesign 
of all present proprietary equip- 
ment has been initiated along 
with complete documentation 
and sales literature on all 
products. Suitable literature on 
all products is expected to be 
available in mid-1974. 
Productiveness of this division 
is not expected to be significant 
until the second half of 1974 due 
to the lead time between sales, 
engineering and manufacturing. 
This division's efforts are divided 
into four distinct sections: 
1. Sales of manufactured 
drilling equipment. 
2. Manufacturing and special 
services to satisfy the needs 


of sister companies within UCR. 


3. Distributor sales of related 
drilling equipment. 

4. Coring consulting services 
primarily centered in the Tar 
Sands. 


ficient space to permit 
efficient production of these 
larger units. 


Regardless of the Alaska 
Pipeline potential, the standard 
Becker hammer and CSR drills 
will remain the backbone of 
sales for this division. 


. This division also undertakes 


the responsibility of not only 
efficiently manufacturing 
Becker designed equipment, but 
also to supply the manufacturing 
and engineering needs of UCR 
divisions and subsidiaries. 
Some aspects in this area 

are not expected to materi- 
alize until the latter half of 
1974. 


_In an effort to complete 


the product line and expand 
coverage of the drilling 
market, Drill Systems shall 
endeavor to obtain exclusive 
distributorship for related 


drilling products. Negotiations 
in this direction began in the 
last few months of 1973. 
4.A small by-line established 
in this division which will not 
be in operation until 1974 is a 
specialized Tar Sands wireline 
coring consulting service. 
This will be handled by the 
Edmonton office, which also 
sells oil bits for the Diamond 


W. Walton, E. Peters, C. J. Dela Gorgendiere 
M. Lavigne 


Products Division in the same 
area of activity. This system 
of Tar Sands core recovery 
developed in late 1973 has 
proven an outstanding success 
in initial testing and should 
add to the profitability of the 
company in 1974. 
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Diamond Products Division 
- North Bay 


This division designs, manu- 
factures and sells DRILPRO 
diamond bits and reaming shells, 
MINI-DEVE wireline reaming 
shell stabilizers and PACKSACK 
diamond drills and accessories. 
It also supplies and distributes 
oilfield type diamond bits for sale 
in the Western Canada oilfield 
and Tar Sand areas. Provided 
that this volume continues to in- 
crease in 1974, consideration 
will be given in 1975 to possible 
manufacture of the larger 
diamond bits. 

A new marketing programme in 
1974 will involve a widespread 
effort to market in the United 


States as well as several 
foreign countries where market 
surveys and initial field trips 
have verified encouraging 
potentials. 


Becker Manufacturing Division 
- Calgary 

Formerly the manufacturing arm 
of Becker Drills, this division 
began expansion in the latter half 
of 1973 with the objective of 
obtaining more benefit from the 
unique proprietary items 
developed over the years by 
sister companies Becker Drills 
Ltd. and Heath & Sherwood 
Drilling. Becker will concentrate 
on contract drilling activities 
and the Drill Systems group will 
develop, design, manufacture 


and sell Becker drill rigs and 
related drilling products. 


A complete new organization 
has been put together to 
constitute this new facility. The 
organization, plus methods and 
systems, were totally formulated 
and were completely operative 
by year end. 


With the complete manu- 
facturing operation in Calgary 
now underway and the con- 
tinued development of 
business for the North Bay 
plant, the area of concentration 


for future growth of Drill 
Systems Inc. must remain in the 
area of product development - 
both present equipment and new 
ideas. 


Experience gained from sister 
companies, complimented by 

in house staff, provides Drill 
Systems with an unlimited 
reservoir of knowledge that can 
be applied to a broad profitable 
range of drilling equipment for 
the mining, construction, pet- 
roleum and natural gas industries 
both at home and abroad. 


BRINKERHOFF DRILLING 
CANADA LIMITED 


Roy H. Allen 
President 
Ron M. Maxwell 
Secretary-Treasuer 
Jack Banks 
Vice-President Operations 


Jack Hooks 
Vice-President Marketing 
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BRINKERHOFF DRILLING CANADA LIMITED 


Brinkerhoff Drilling experienced 
a profitable and exciting year in. 
1973. Some of the high points 
were; restructuring of the 
organization; acquisition of 
Challenger Services Ltd.; 
reorganization of the oil tool 
rental operation into another 
UCR subsidiary (Challenger 
Rentals Ltd.); success in 
obtaining a multi-year contract 
for a new diesel electric rig 


4 


for the Arctic; commencement 
of an operation in the U.S.A. 
and promising negotiations for 
drilling contracts in the 

Middle East and South 
America. These specific projects 
coupled with constant research 
to provide customers with 
up-to-date knowledge and 
service in the drilling industry 
and continued research for other 
new markets and drilling appli- 
cations has maintained Brink- 
erhoff as a leader in the drilling 
contracting business. 


Despite the nationally pessimis- 
tic outlook on drilling in Canada, 
due to unfavorable political 
manoeuvers, Brinkerhoff has 


Left to right: Roy Allen, Jack Hooks, John Blankenhorn. 


been and will be focusing 
principally on Canadian oper- 
ations. Drilling activity will be 
concentrated mainly in Alberta, 
north-east British Columbia, 
and the Northwest Territories. 
In late 1973 Brinkerhoff 
obtained a multi-year contract 
for a 14,000 foot diesel electric 
drilling rig from Gulf Oil Canada 
Limited. Now under construc- 
tion, this rig is designed 


specifically for use in the 
Mackenzie Delta, and has some 
unique features to help cut the 
high cost of drilling in this 
relatively remote area. Rapid 
moving and rigging up 
capabilities plus an ability to 
extend its drilling capacity to 
18,000 feet makes Brinkerhoff 
very optimistic of a bright 
future for Rig #10, ‘The Delta 
Queen”. 


In order to compete successfully 
and offer customers a complete 
line of contracting services, 
Brinkerhoff operates Challenger 
Rentals Ltd. 


Looking beyond Canada, Brink- 
erhoff has moved a 16,000 foot 
capacity rig to Wyoming under 
contract to an independent 
U.S. oil company. Investigations 
are currently underway to 
consider expanding operations 
into other active drilling areas 
in the U.S.A. 


Brinkerhoff is currently negoti- 
ating with several Middle 

Eastern national oil companies. 
These negotiations are only the 


beginning in an attempt to 
cultivate a select international 
market for UCR and Brink- 
erhoff. Additional foreign 
markets currently under inves- 
tigation include South America, 
Africa, Greenland, and Norway. 


Construction of a new two 
storey office building for the 
Edmonton operations was 
completed in March of 1974. 


Expanding petroleum energy 
market opportunities for the 
total range of contracting 
services offered by Brinkerhoff, 
and its associated companies, 
makes the future for these 
companies extremely bright. 


1973 Operating Statistics: 


Number of active rigs 
at December 31st — 22 


Number of wells completed — 103 
Footage drilled — 563,357 
Operating days — 3,858 
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HEATH & SHERWOOD 
DRILLING 


John N. Tilley, 
Vice-President and 
General Manager 
Nick A. Roman, 
Manager Operations 
Brian J. Anderson, 

Controller 
LW. Hokanson 
Manager Development 
and Special Projects. 
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HEATH & SHERWOOD DRILLING DIVISION 


Heath & Sherwood Drilling 
remains a leader in contract 
diamond drilling throughout 
eastern and northern Canada 
with surface and underground 
operations administered from 
branch locations in The Pas, 
Thunder Bay, Sudbury, Kirkland 
Lake, Toronto, and most 
recently, Winnipeg. While con- 
tinuing to expand, it is the policy 
of Heath & Sherwood to do so 
only within the limits of its 
technical, equipment, and 
personnel capabilities which are 
known to excel within the mining 
industry. 


With twenty-five years of exper- 
ience gained from drilling 
throughout Canada, Central and 
South America, Europe, and a 
number of African and Asian 
countries, Heath & Sherwood 
offers drilling services pri- 
marily to the mining and 
construction industries and 
operates a fleet of surface 

and underground coring 

drills with capacities ranging 
to 12,000 ft. in depth. 


Large and small diameter dual 
tube rotary chip sampling rigs 
and techniques are among the 
new systems being offered 


by Heath & Sherwood to enable 
recovery of uncontaminated 
samples in overburden, for 
geochemical purposes, and 
large samples for met- 
allurgical purposes in 

highly variable, friable iron ores. 


Heath & Sherwood Drilling is 
continually working towards the 
improvement of working 
conditions and just remuneration 
for its employees and is develop- 
ing training programs in safety 
and drilling techniques that will 
allow its continued success and 
expansion. 


Although the growth potential 
and earnings capabilities of 
Heath & Sherwood Drilling 
have been severely limited over 
the past several years due to 
depressed levels of mineral 
exploration in Canada, the future 
years in the mineral and con- 
struction drilling industries are 
projected to be expansive 

in nature. Heath & Sherwood 
will continue to develop a 
healthy level of expansion 
internationally, as well as 
domestically, in line with 

this expected expansion and will 
continue to maintain is position 
as Canada’s progressive 
diamond drillers. 
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UPPER CANADA 
MINING DIVISION 


Jack Botsford 
Vice-President Mining 
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UPPER CANADA MINING DIVISION 


KIRKLAND LAKE 
GOLD CAMP 


Macassa-Tegren Operation 


The Macassa mine, operated by 
UCR under a profit-sharing 
agreement with it’s owners, 
Willroy Mines Limited, enjoyed 
another successful year in 1973 
under a favourable influence of 
high gold prices. The price 
received for gold averaged 
$95.59 per ounce compared 
with $55.90 in 1972. The 
increase in the price of gold 
has enabled lower grade sec- 
tions to be mined while more 
than maintaining profits. A 
total of 98,976 tons were 
milled in 1973, up 551 tons 
from 1972, while ounces of 
gold produced declined from 
68'213:31)in 1972 to 
50,529.417 in’ 1973; 
Development during the year 
was concentrated on the 
Tegren lease from the 5450’ 
to 6300’ levels. Less than 

half of the potential ore 
bearing ground on this 
property has been explored 

to date. Total ore reserves 

are estimated at 248,410 tons 
at 0.5684 oz./ton compared 
with 242,010 tons at 

0.59 oz./ton at year-end 1972. 
Operations should continue 
with greater success during 
1974 with a gradually improv- 
ing tight labour supply situation 
and strong metal prices. A 
total of 279 personnel are 
employed on surface and under- 
ground. 


Upper Beaver Mines Limited 


Although operations were 
suspended at this former gold- 
copper producer in January of 
1972, improved metal prices 
put the present ore reserves of 
75,550 tons grading 0.2402 

in gold — 1.34% in copper 
and adjacent exploration 
targets in increasingly 
favourable positions. Geo- 
physical surveys were completed 
over various properties lying 
immediately adjacent to the 
mine property in 1973 and are 
being followed up by a drill 
program in 1974. 


Lake Shore Tailings Project 


Upper Canada Resources has 
made an agreement with Lake 
Shore Mines Limited whereby 
UCR will conduct a feasibility 
study of re-treating the mill 
tailings in the south arm of 
Kirkland. If the project 

appears feasible, Upper 
Canada will provide the 
necessary capital for a re- 
claiming and treatment 

plant, and receive 50% of the 
profits after recovering the 
cost of the plant and feasibility 
studies. 

The material was deposited in 
the early days of Kirkland Lake 
mining, before the adoption of 
very fine grinding techniques 


followed by flotation. Test work 


indicates that approximately 
65% of the gold can be 
recovered by regrinding and 
flotation. Reserves are 
estimated at 3,500,000 tons 
grading .O7 oz. per ton. 
Environmental aspects of the 
problem are now under 


review with the Ontario Ministry 


of the Environment. 


Exploration 


A complete review of the 
Queenston Gold Mines 

Limited, Laberada Mines 
Limited, and Upper Kirkland 
Mines Limited gold properties 
in the general Kirkland Lake 
area will be undertaken in 1974. 


/ 
. 
2 
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CADILLAC-MALARTIC, 
QUEBEC - GOLD BELT: 


Belleroche Mines Limited 


The property consists of the 
original Pandora-Cadillac and 
Amm Gold Mines, both former 
small producing mines in the 
Cadillac area of Quebec. The 
36 claims are located on the 
Cadillac fault, the main ore 
producing structure in the 
district. Diamond drilling on 
claims adjoining to the west 
have disclosed good gold values 
on this structure, adjacent to the 
Belleroche boundary. A 
geophysical survey has been 
completed and a diamond 
drilling programme is now in 
progress. 


CHALLENGER 
SERVICES LTD. 


Ken Samis 
Operations Manager 


CHALLENGER 
RENTALS LTD. 


Peter Senetchko 
Manager 


Ss} 


CHALLENGER 
CHALLENGER RENTALS LTD. 


On October 31, 1973 Brinker- 
hoff Drilling Canada Limited 
purchased all of the outstanding 
and issued shares of Challenger 
Well Servicing Ltd., a service 
rig Company operating out of the 
Swan Hills area of Alberta. The 
name of the company was 
subsequently changed to 
Challenger Services Ltd. 


Currently the industry demand 
for well servicing is high, as 

a result of higher crude prices 
and efforts to maintain allowable 
production levels. As a step 
towards maintaining its com- 
petitive position, the company 


SERVIGESS ELD: 


has completed negotiations for 
the purchase of a 10,000 foot 
capacity Wilson Mogul (42) 

rig to compliment the present 
fleet of 6 rigs. Delivery is 
expected in late May 1974 and 
the rig is committed to a 
contract. 


The well servicing business has 
great potential domestically, 
and on a worldwide basis, 

both onshore and offshore. The 
energy demand will ensure that 
all producing or producable 
wells in all areas be kept 
functional and producing at 
optimum allowable rates. 


Challenger Rentals Ltd., 
formerly Heath & Sherwood 
Drilling (Western) Limited, of 
Edmonton is a subsidiary of 
Upper Canada Resources Lim- 
ited, managed and operated by 
Brinkerhoff Drilling Canada 
Limited. This operation was 
formerly carried on as Alberta 
Rental Tool, a division of 
Brinkerhoff. 


In order to be a leading oil- 
field rental company, it is 
necessary to be prepared to 
expand to meet and accom- 
modate the increasing demands 
of the market. 


Challenger’s inventory of rental 
equipment, valued in excess 

of $1,000,000, includes drill 
pipe, collars, blowout preventors, 
elevators, tongs, slips, subs of all 
types, and many specialty 
oilfield items. 


BANKENO MINES LIMITED 


John C. McBean 
President 
Gary Carrotte 
Vice-President Finance and 
Secretary-Treasurer 
R.M. Gray 
Vice-President 


BANKENO MINES LIMITED 


Since the last annual report, 
Bankeno’s potential asset 
value, in zinc - lead mineral 
properties and in Arctic 
Islands oil and gas lands, has 
been enhanced by significant 
events. 


Arvik Mines Limited 


Bankeno owns 25% of Arvik 
Mines Limited. Cominco, 
operator of Arvik, continues 
development work at the 
Polaris Mine at a rapid pace at 
no cost to Bankeno. 


During 1973, an underground 
program consisting of a 5,300 
foot inclined adit and some 600 
feet of drifting, together with 
extensive underground diamond 
drilling was completed at the 
Polaris property. This work 
provided more detailed 
information on the grade, 
tonnage, and mining conditions 
which prevail at this 25 

million ton ore body, grading 
18.4% combined zinc - lead. 


Production feasibility studies 
still underway included a 
shipment of 3,600 tons of ore 
for large scale metallurgical 
testing. Preliminary results 
indicate no significant met- 
allurgical difficulties. 

Current attention is directed to 
feasibility studies on mining 
methods, processing plant, 
and transportation from this 
remote location. It is hoped 
that Cominco will be prepared 
to report on progress of feasibil- 
ity studies at the upcoming 
Arvik annual meeting in Van- 
couver on May 21/74. 

While development efforts will 
be concentrated on the 
Polaris Mine ore body, it is 
anticipated that limited 


exploration programs will be 
conducted on adjacent jointly 
owned Cominco/Bankeno 
properties on Little Cornwallis 
and Cornwallis Islands 
including the original eclipse 
discovery. 


Panarctic Oils Limited 
Bankeno holds a 2.26% share 
interest in Panarctic Oils Ltd. 
Panarctic has, or may earn, in 
the Canadian Arctic Islands, an 
interest in 78.4 million acres 
equivalent to a 100% interest in 


49.1 million permit acres, 
including a net 3.8 million 
acres subject to farmout 
arrangement. 


In addition to its equity interest 
in Panarctic, Bankeno has 
retained working or other 
interests, varying up to 10%, in 
approximately 7 million 

acres of oil and gas permits, 97% 
of which is farmed out to 
Panarctic. 
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Since 1962, industry has 
drilled 79 wells in the region and, 
currently, drilling is active on 5 
wells (April 5/74). It is 
anticipated that an additional 8 
to 10 wells, located on Banks, 
Cameron, and Meighan 

Islands, and the Sabine and 
Bjorne peninsulas, may be 
drilled during the remainder 

of 1974. 


Future activity is somewhat 
clouded, due to postponement of 
decisions by partners and pros- 
pective farmees, because of 
uncertainties in respect to 

the new government regulations, 
which have been in the draft 
stage now for over two years, 
and to ecological and environ- 
mental disputes which are 
delaying and defeating proposals 
in regard to future exploration. 


Gas has been discovered in 

the Drake Point and Hecla 
structures on the Sabine 
Peninsula on Melville Island, on 
three separate structures on 
King Christian Island, and on 
the Kristoffer Bay and Thor 
structures on Ellef Ringnes 
Island. Significant showings of 
oil were encountered in one 
well on the Thor structure, 

in the Romulus well on Ellesmere 
Island, and recently in the Bent 
Horn well on Cameron Island. In 
the latter well, free oil occurred 
in rocks of Devonian age. The 
well penetrated 16 feet of clean 
oil pay over 29 feet of an 
oil/water transition zone and, on 
a production test, flowed for a 
period of hours at a rate of 
500 barrels per day of low 
sulphur 44.5 API gravity oil. 
The well has been left suspended 
for future re-entry and use. The 
results of this well suggest that 
the location is on the flank of a 
large structure and a second 
well will likely be drilled to 
determine the potential of this 
feature. The gas discoveries 
occur in sands ranging from 


Triassic to Cretaceous in age. 


Three of the wells drilled were 
located on lands in which 

your company has a working 
interest and several others 
were located in close proximity 
to such lands. 


While sufficient data has not 
been released to permit mean- 
ingful estimates of discovered 
reserves, the available data 
suggests these may be of the 
order of 12 to 15 trillion cubic 
feet. There is a possibility that 
the required threshold volume of 
30 trillion cubic feet may be 
attained before the end of 
1976, and that Arctic gas may 
be available to midwest and 
eastern markets by 1983. 


BANKENO MINES LIMITED 


OIL & GAS. INTERESTS in the CANADIAN ARCTIC ISLANDS 


Q 50 100 MILES 


oan PANARCTIC ACREAGE 
BANKENO NET INTERESTS IN ACREAGE FARMED. 
QUT TO PANARCTIC 


Gee BANKENO INTERESTS NOT IN PANARCTIC 


MEIGHEN 
ISLAND 


ELLESMERE ISLAND 


AXEL HEIBERG 
ISLAND 


© DRILLING WELL 
@ DISCOVERY WELL 


S, 10% 


KEY TO PANARCTIC INTEREST WELLS — MAY 15, 1974 


ELLEF RINGNES 


~ PANARCTIC — DRAKE POINT L-67 GAS WELL 
ISLAND 


- PANARCTIC — DRAKE POINT L-67A GAS WELL 
- PANARCTIC — KING CHRISTIAN D-18A GAS WELL 

* PANARCTIC — TENNECO ET AL KRISTOFEER BAY G06 GAS WELL 

J ie -06 GAS WELL i 

- PANARCTIC — ROMULUS C-42 OIL DISCOVERY Arctic Ocean 
- PANARCTIC — TENNECO ET AL THOR P-38 OIL DISCOVERY 

- PANARCTIC — TENNECO ET AL POR DRAKE POINT F-16 GAS WELL 
~ PANARCTIC — TENNECO ET AL POR DRAKE B-44 GAS WELL 

10. - PANARCTIC — TENNECO ET AL POR HECLA F-62 GAS DISCOVERY 
11 - DOME ARCTIC — VENTURES WALLIS K-62 GAS DISCOVERY 

12 - PANARACTIC — TENNECO ET AL HECLA 1-69 GAS W 

13 - PANARCTIC — TENNECO ET AL THOR H-20 GAS DISCOVERY 

14 - PANARCTIC — TENNECO ET AL BENT HORN N-72 OIL DISCOVERY 
15 - PANARCTIC — TENNECO ET AL CS HECLA N-52 GAS WELL Nn 


PRINCE PATRICK 
DISCOVERIES and IMPORTANT SHOWINGS ISLAND 3 10% 
A— MELVILLE ISLAND — DRAKE POINT Mee Roe 
me CORNWALL |. 


B— MELVILLE ISLAND — HECLA 
ISLAND 
LOUGHEED ~ . 


AND 


OOBNAHAAONH4 


AMUND RINGNES 
ISLAND 


0% 


© —KING CHRISTIAN ISLAND 
D—KING CHRISTIAN ISLAND — WALLIS STRUCTURE 

—— KING CHRISTIAN ISLAND — SUTHERLAND STRUCTURE 
F— ELLEF RIGNES ISLAND — KRISTOFFER BAY 
G—ELLEF RIGNES ISLAND — THOR STRUCTURE 
H — ELLESMERE ISLAND — ROMULUS WELL 

J— CAMERON ISLAND — BENT HORN WELL 


fs ARVIK MINES — ZINC-LEAD PROPERTIES 
SMES (BANKENO ‘25% CARRIED INTEREST) 


SABINE 
PENINSULA 


DEVON ISLAND 


Aa Oo a 
17.5% C ae 
BATHURST ee ano” 
ISLAND wn sen 
0% ro} 
\ nese BARROW STRAIT ze 
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M'CLURE STRAIT 
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BAFFIN 
ISLAND) 


VISCOUNT MELVILLE SOUND 


STEFANSON 
ISLAND 
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en 


3s! 
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VICTORIA ISLAND 


SN 


PRINCE OF 
WALES 
ISLAND 


Alberta view to placing this well on 
Bankeno and associates, in production at an early date. In 
March 1973, drilled Chiefco- the area, Bankeno holds a 
Bankeno Edwand 6-6-22-16 W4 50% interest in 35,000 acres 
wildcat well located 65 miles with principal prospects in the 
north-east of Edmonton. The overlying sands of Cretaceous 
well encountered gas in the age. 


Two wells drilled to test the 
potential of these sands in the 


Nisku formation of Devonian 
age between depths of 
2139’ and 2249’. A recent Cretaceous and not in the 
test of this discovery indicated discovery Devonian section 
an open flow of 3 million cubic failed to obtain commercial 
feet per day. The well is quantities of gas. 


situated 3% miles from an Further exploration of these 
existing pipeline and nego- permits will be conducted 
tiations are underway with a during 1974. 
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CORPORATE 
ORGANIZATION 
CHART 


UCI 


Upper Canada Resources Limited 


Drilling and Services Manufacturing 


100% 100% 95.8% 100% 100% 100% 15% 100% 
Brinkerhoff Becker Challenger H&S H&S Glengarry Pilot Diamond Drill Systems 
Drilling Drills Rentals Chemical Drilling Forest Tools Limited Inc. 
Canada Ltd. Ltd. Ltd. Grouting Ltd. Division Products Ltd. 
Drilpro Becker 
Bit Manufacturing 
Division Division 


(formerly Truco) 


50% 5.78% 100% 
Mecan Drilling Western Rock Challenger 
Limited Bit Ltd. Services Limited 
Mining Oil and Gas 
25.8% 2.9% 22.5% Upper Canada 75% 25% 60% 100% Upper Canada 
Bankeno Mines Queenston Mining Division Belleroche Laberada Upper Kirkland Upper Beaver Petroleum 
Limited Gold Mines Mines Ltd. Mines Ltd. Mines Limited Mines Limited Division 
25% 2.26% Macassa-Tegren 100% 
Arvik Mines Panarctic Gold Mine Pandora 
Limited Oils Limited Operation Limited 
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_ Upper Canada Resources Limi 
"Subsidiaries and Divisions. 
"Becker Drills Ltd. 7 7 
Brinkerhoff Drilling, Canada Limited 
Ghollenaer Rentals Limited | ! 
Challenger Services Limited. 


: Drill Systems Inc. 
‘Heath & Sherwood Drilling Division’ 


Upper Canada Mines Division 


’ 


Affiliate) . 


_ | Bankeno Mines Limited ( 


‘| MEMORIAM 


Bean, John Williams, B.A. (Geology) 
13 - 1973 
er President: Upper Canada Resources Limited 
Director : Panarctic Oils Ltd. 
jogist - 1938 - 39 Ontario Dept. of Mines 
».ogist - 1939 - 40 Lake Shore Mines 
-cuctor, Kirkland Lake Collegiate & 
sational Institute 
1942 - 45 Served R.C.A.F. 
ologist - 1946 - 51 Upper Canada Mines Limited 
-sident & Managing Director, Heath & Sherwood Drilling Ltd. - 1951 
-irector & Vice-President, Bellroche Mines Ltd. - 1958 
President - 1972 
Cirector & Vice-President, Upper Beaver Mines Limited - 1964 
President - 1972 
irector & Vice-President, Upper Kirkland Mines Limited - 1964 
President - 1972 


Vice-President & Managing Director, Upper Canada Mines Ltd. - 1957 - 70 


President - 1970 - 72 

Vice-President & Director, Bankeno Mines Limited - 1959 - 70 
President - 1972 

President Northland Trust Company - 1962 - 66 

Chairman Northland Trust Company - 1966 - 69 

Director, Panarctic Oils Ltd. - 1967 

Director, Arvik Mines Limited - 1971 

President, Upper Canada Resources Limited - 1972 - 73 

Held - alone and with others, patents on diamond drilling equipment 

and processes in Canada, U.S.A. and other countries. 

Director and Treasurer, Canadian Geological Foundation 

Fellow, Geological Association of Canada 

Fast Councillor, Geological Association of Canada 

viember, Canadian Institute of Mining and Metallurgy 

‘ember, Kirkland Lake Kiwanis Club - 1945 
President - 1951 
Lt.-Gov. of No. 1 Division - 1959 

st Member, Kiwanis International Committee on Agriculture and 

Conservation 

~\dand Lake Collegiate School Board (Chairman for 3 years) 

:t President, Canadian Diamond Drilling Association 

Fo.inding Governor, Laurentian University of Sudbury 

Merried Doris Mary Chisholm, 1939; has two sons (John Chisholm and 
Robert William) and one daughter (Anne Elizabeth) 

Elder, Swastika United Church 

Clubs: Engineers (Toronto) 

Boisclair Fish and Game Club 


TO 
UPPER CANADA RESOURCES LIMITED 


Having been closely associated with the late 
Jack W. McBean ever since he joined Upper 
Canada, and as one of the original organizers of 
our Company, I would like to place on the 
Company’s records an appreciation. 

Jack McBean, gentleman, courteous, kind, 
understanding and honest, brought all of these 
qualities to the Upper Canada organization. 

Largely through his efforts and personality, he 
has left the Company a management and staff 
efficient, harmonious and competent. 

The Company’s future as a leader in the 
development in the natural resources of the country 
is assured. For this we should all be grateful. 


Yours very truly, 


yen 


T5353 DA, 


AUDITORS’ REPORT 


To the Shareholders of 
Upper Canada Resources Limited: 


We have examined the consolidated balance sheet of 
Upper Canada Resources Limited and its subsidiaries 
as at December 31, 1973 and the consolidated 
statements of income, retained earnings, contributed 
surplus and source and application of funds for the 
year then ended. Our examination included a general 
review of the accounting procedures and such tests of 
accounting records and other supporting evidence as 


we considered necessary in the circumstances. 


In our opinion these consolidated financial statements 
present fairly the financial position of the companies 
as at December 31, 1973 and the results of their 
operations and the source and application of their 
funds for the year then ended, in accordance with 
generally accepted accounting principles, which, 
except for the change to the equity method of 
accounting for investments in effectively controlled 
companies (see note 1d), were applied on a basis 
consistent with that of the preceding year. 


CLARKSON GORDON & CO; 
Chartered Accountants 


Toronto, Canada, 
March 22, 1974. 
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Upper Canada Resources Limited 


and its subsidiaries 


CONSOLIDATED STATEMENT OF INCOME 
5 YEAR FINANCIAL SUMMARY 


(unaudited) 


Revenue 
Cost of operations 


Income before the following 


Interest 
Depreciation 
Income tax 


Income (loss) before extra ordinary items 
Extraordinary items 


Net Income (loss) for year 


Earning (loss) per share: 
Income (loss) before extraordinary items 
Extraordinary items 


Net income (loss) for year 


1973 


$21,792 
17,865 


3,928 
1,068 


1,849 
538 


3,455 


473 
(202) 


271 


$.09 
(.04) 


$.05 


Year Ended December 31 


1972 


(Thousands of Dollars) 


1971 


10,029 
9,188 


841 


20 
385 
154 


569 


282 
146 


428 


Upper Canada Resources Limited 


and its subsidiaries 


CONSOLIDATED STATEMENT OF 


YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


Revenue 


Cost of operations 
Income before the following 


Interest 
Depreciation 


Minority shareholders’ interest 


Income (loss) before taxes and 
extraordinary items 
Income taxes 


Income (loss) before extraordinary items 


Extraordinary items: 
Reduction in income taxes resulting 
from the application of prior 
years’ losses (note 9) 
Gain on sale of investments 
Write-off of goodwill, drilling inventory and 
fixed assets, less recovery of 
income tax (note 10) 


Net income (loss) for year 


Earnings (loss) per share: 
Income (loss) before extraordinary items 
Extraordinary items 


Net income (loss) for year 


(See accompanying notes) 


INCOME 


1973 


$21,793,000 


17,873,000 


3,920,000 


1,068,000 
1,849,000 
(8,000) 


2,909,000 


1,011,000 
538,000 


473,000 


68,000 
1,111,000 


(1,381,000) 


(202,000) 


271,000 


$.09 
(04 


$.05 


$ 


1972 


5,853,000 
5,729,000 


124,000 


113,000 
468,000 
(78,000) 


503,000 


(379,000) 
78,000 


(457,000) 


$ 


63,000 
222,000 


285,000 


(172,000) 


$(.08) 


Upper Canada Resources Limited 


and its subisidiaries 


CONSOLIDATED BALANCE SHEET 


DECEMBER 31, 1973 
(with comparative figures at December 31, 1972) 


Assets 
Current: 
Cash 
Accounts receivable (note 3) 
Drilling materials and supplies - at 
lower of cost and estimated 
replacement cost (note 1c) 
Expenditures on contracts in progress 
Prepaid expenses 
Investments, (notes 1d, 4) (quoted market 
value December 31, 1973 - $5,769,000; 
December 31, 1972 - $9,292,000) 
Fixed, at cost less accumulated 
depreciation (notes 1e, 5) 
Other (note 6) 
Goodwill (note 1a) 
On behalf of the Board: 
John C. McBean Director 
F.G. Carrotte Director 


(See accompanying notes) 
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1973 


$ 90,000 
5,019,000 


2,986,000 
342,000 
69,000 


8,506,000 


1,504,000 


14,220,000 
1,023,000 
1,416,000 


$26,669,000 


1972 
(restated) 


$-_ 559/000 
3,389,000 


3,245,000 
112,000 
137,000 


7,442,000 


1,176,000 


13,836,000 
636,000 
2,407,000 


$25,497,000 


Liabilities 


Current: 
Bank loan and overdraft (note 7b) 
Accounts payable and accrued charges 
Advances on contracts in progress 
Current portion of long-term debt 


Long-term debt (note 7) 
Deferred income taxes (notes 9, 13) 
Minority shareholders’ interest 


Shareholders’ equity (note 8): 
Capital - 
Authorized: 
7,500,000 shares of $1 par value each 
Issued and fully paid: 
5,464,827 shares (1972 - 5,299,827) 
Less discount on shares 


Contributed surplus 
Retained earnings 


1973 


$ 2,040,000 


3,744,000 
2,024,000 
2,307,000 


10,115,000 
6,791,000 


1,280,000 


160,000 


5,465,000 


2,330,000 


3,135,000 
2,235,000 


2,953,000 


8,323,000 


$26,669,000 


1972 
(restated) 


$ 1,860,000 


3,328,000 
312,000 
2,298,000 


7,798,000 


8,180,000 


1,106,000 
669,000 


5,300,000 


2,330,000 


2,970,000 
1,946,000 


2,828,000 


7,744,000 


$25,497,000 


Upper Canada Resources Limited 


and its subsidiaries 


CONSOLIDATED STATEMENT OF 
RETAINED EARNINGS 


YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


Balance, beginning of year 


Add net income (loss) for year 


Deduct: 
Dividends paid 
Payment of special 15% tax to create tax 
paid undistributed surplus 
Reorganization costs 


Balance, end of year 


CONSOLIDATED STATEMENT OF 
CONTRIBUTED SURPLUS 


YEAR. ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


Balance, beginning of year 
Add premium on issue of shares (note 8a) 


Balance, end of year 


(See accompanying notes) 
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1973 
$2,828,000 


$2,953,000 


1973 
$1,946,000 

289,000 
$2,235,000 


1972 
$3,335,000 

(172,000) 
3,163,000 


$2,828,000 


1972 
$1,946,000 


$1,946,000 


Upper Canada Resources Limited 


and its subsidiaries 


CONSOULDATED STATEMENT OF SOURCE 


AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


Source of funds: 

Net income (loss) for year 

Add items not requiring an 
outlay of funds - 
Depreciation 
Minority shareholders’ interest 
Write-off of goodwill and drilling fixed assets 
Deferred income taxes 


Gain on exchange of shares of Bankeno Mines Limited 


for shares of subsidiary 


Funds from operations 


Application of funds: 
Purchase of subsidiaries 

Less working capital (deficiency) at 
date of acquisition 

Less portion financed by - 
Issue of long-term debt 
Issue of shares 
Exchange of shares of Bankeno Mines Limited 


Purchase of fixed assets (net) 

Reduction in long-term debt 

Deferred expenditures 

Purchase of 39,500 shares of Bankeno Mines Limited 
Advances and other investments 

Payment of dividends 

Other 


Decrease in working capital during year 


Working capital deficiency (surplus), beginning 
of year 


Working capital deficiency, end of year 


(See accompanying notes) 


1973 


$ 271,000 


1,849,000 
(8,000) 
1,185,000 
33,000 


3,330,000 


902,000 


129,000 


345,000 
454,000 


(26,000) 


1,972,000 
1,771,000 
344,000 
147,000 
181,000 
109,000 
85,000 


4,583,000 
1,253,000 


356,000 


$1,609,000 


1972 


$ (172,000) 


468,000 
(78,000) 


(236,000) 


(18,000) 


3,586,000 


(227,000) 


2,500,000 


255,000 


1,058,000 


557,000 
1,009,000 
66,000 
179,000 
11,000 
106,000 
212,000 


3,198,000 


3,216,000 


(2,860,000) 
$ 356,000 


Upper Canada Resources Limited 


and its subsidiaries 


NOTES 10: THEsGONSSUDATED 
FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1973 


1. Summary of significant accounting policies 


(a) 


(b) 


(c) 


(e) 


Basis of consolidation - 
(i) The accompanying financial statements include the accounts of the Company and all its subsidiaries. 
(ii) Goodwill arising on past acquisitions of subsidiaries is carried at cost until such value is impaired. 


(iii) The accounts of the Company's foreign subsidiary are translated into Canadian dollars as follows: 


Current assets and liabilities — at year-end exchange rates 
Other assets and liabilities — at exchange rates in effect when the transactions were completed 
Operations — at average exchange rates for the year. 


Translation gains or losses are included in the consolidated statement of income and are not significant. 
Revenue recognition - 


Drilling contract revenue and costs are accounted for on a percentage of completion basis. It is the 
Company's policy to provide for anticipated losses on uncompleted contracts; no such provision was 
required at December 31, 1973. 


Drilling materials and supplies - 

The inventory of drilling materials and supplies consists of new and used supplies, spare parts, drill bits, drill 
rods and drill pipe employed in the Company’s operations, and includes all materials and supplies on hand 
except for certain spare part items at active drill sites which are considered by the Company to be a normal 
working supply. Materials and supplies are priced at cost or in the case of used items at replacement cost less 
amounts written off to reflect estimated usage. 

This policy is followed by all the companies except Brinkerhoff Drilling Canada Limited whose drilling rigs are 
significantly larger than the rigs used by the other companies. In the case of Brinkerhoff, the cost of the original 
string of drill pipe and collars is included as part of the cost of drilling rigs and depreciated on the same basis as 
the drilling rigs; all replacement drill pipe and collars as well as drilling materials and supplies are expensed 
when purchased. This practice conforms with a method of accounting which is generally accepted in the oil 
and gas industry. 


Investments - 

Effective January 1, 1973 the Company adopted the equity method of accounting for its investments in its 
effectively controlled companies, Queenston Gold Mines Limited and Bankeno Mines Limited. Since both of 
these companies are in the development stage the cost of investment approximates the underlying equity 
in the book value of the net assets of these companies at the dates of investment. Other investments are 
carried in the Company's accounts at cost. 


Fixed assets - 
All property, plant and equipment is recorded at cost. Depreciation has been provided in the accounts at rates 
designed to amortize the cost of fixed assets over their estimated useful lives, as follows: 


Asset Approximate Depreciation 
category cost method Rate 
(i) Large rigs $11,200,000 Standard rate per operating day which results oes 
in cost being amortized over approximately 
15 years. 
(ii) Small rigs $ 4,300,000 Substantially straight-line 10 - 20% 
(iii) Automotive equipment $ 1,800,000 Substantially straight-line 20 - 25% 
(iv) Portable camps $ 700,000 Straight-line 10% 
(v) Buildings $ 1,200,000 Substantially straight-line 2% - 5% 
(vi) Equipment for rent $ 1,000,000 Diminishing balance 30% 
(vii) Other $ 1,000,000 Various Various 


(f) Deferred expenditures - mining - 
All exploration and development expenditures are deferred until the Company's properties are brought into 
production or abandoned. 
2. Acquisitions 
(a) The 1972 consolidated statement of income includes the earnings of: 
(i) Brinkerhoff Drilling Canada Limited from the date of acquisition, December 29, 1972, and: 
(ii) Becker Drills Ltd. from the date of acquisition, June 23, 1972. 
The 1973 consolidated statement of income includes the earnings of Drill Systems Inc. (formerly Truco 
Canada Limited) from the date of acquisition, January 16, 1973. 
The Company's consolidated unaudited revenue and net loss for 1972, assuming these three companies 
were acquired as of January 1, 1972, would have been $17,084,000 and $28,000 respectively. 
(b) Effective September 1, 1973, the Company acquired all the issued and outstanding shares of Challenger 


Services Ltd., a well servicing company. This acquisition has been accounted for as a purchase. 
Particulars of the acquisition are as follows: 


Book value of assets $569,000 
Book value of liabilities 245,000 
Net book value 324,000 
Adjustment to fair values at date 
of acquisition - drilling rigs 121,000 
Cost of shares acquired $445,000 
Purchase price satisfied as follows: 
Cash — $100,000 
Note payable 345,000 
$445,000 
. Accounts receivable 
Details of accounts receivable are as follows: 
1973 1972 
Trade $4,739,000 $3,140,000 
Due from shareholders: 
Advances 49,000 44,000 
House loans 23 1,000 205,000 
$5,019,000 $3,389,000 
. Investments (note 1d) 
1973 1972 
Percentage Percentage 
Number held of Number held of 
of total shares of total shares 
shares outstanding Cost shares outstanding Cost 
Queenston ee eS 
Gold Mines 
Limited 1,056,800 Pag. $ 294,000 1,056,800 2 $ 294,000 
Bankeno 
Mines 
Limited - 1,034,625 26 975,000 1,167,625 29 827,000 
Advances 102,000 
1,077,000 
Other 133,000 55,000 
$1,176,000 


$1,504,000 
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The quoted market value of Queenston Gold Mines Limited and Bankeno Mines Limited, based on closing bid prices 
at December 31, 1973, are $285,000, (1972 - $243,000) and $5,484,000 (1972 - $9,049,000) respectively. 
The quoted market value does not necessarily reflect the amount which would be realized if these shares were sold. 


. Fixed, at cost 


Details of fixed assets are as follows: 


1973 1972 
Drilling: 
Land $ 194,000 $ 107,000 
Buildings and equipment 21,162,000 
Less accumulated depreciation 7,608,000 13,554,000 13,240,000 
13,748,000 13,347,000 
Mining: 
Buildings, equipment and supplies 873,000 
Less accumulated depreciation 550,000 323,000 426,000 
Deferred expenditures 149,000 63,000 


$14,220,000 $13,836,000 


During 1972 the Company ceased all mining operations and the fixed assets relating thereto were written off except 
for the mill which the Company expects to use in future mining operations, and certain supplies and equipment. 
In addition, the Company has deferred $149,000 of maintenance and surveillance expenditures relating to these 
fixed assets. 


. Other 


Details of other assets are as follows: 


1973 1972 

Patents, at cost less amortization $ 201,000 $209,000 
Deferred expenditures, at cost 

- mining (note 1f) 210,000 120,000 

- manufacturing 254,000 
Mining properties and claims, at cost 

less amounts written off 237,000 221,000 
Oil and gas properties, at cost 

less depreciation 78,000 69,000 
Other, at cost 43,000 17,000 

$1,023,000 $636,000 


Deferred manufacturing expenditures of $254,000 include the direct and indirect costs, less related government 
grants, for developing a prototype rig. These development costs (less standard costs assigned to the prototype when 

sold) will be amortized over estimated sales during the first three years of production or written off immediately 

if the project is abandoned. 


7. Financing arrangements 


(a) 


(b) 


(c) 


(b) 


Details of long-term debt are as follows: 1973 1972 


Term bank loans bearing interest at 2% over the bank prime rate. Although 
these loans are due on demand, the bank has indicated that repayments 
will be permitted in yearly installments of approximately $1,500,000 
from 1974 to 1977, (see note 7b below) $6,015,000 $ 7,500,000 


First floating charge debenture on the undertaking and assets of 
Upper Canada Resources Limited, due June 15, 1977 with interest 
at 1% over the bank prime rate payable in installments of $440,000 in 
1974, and $425,000 in each of the years 1975 to 1977 1,715,000 


—" 


,915,000 


First floating charge debenture on the undertaking and assets of Drill 
Systems Inc. (formerly Truco Canada Limited), due December 31, 1977 
with interest at 1% over the bank prime rate payable in semi-annual 
installments of $50,000 from 1974 to 1977 400,000 500,000 


11% note secured by a chattel mortgage on certain assets of 
Brinkerhoff Drilling Canada Limited due January 18, 1978, repayable 
in blended monthly installments of $5,853 principal and interest and 


a final installment of $200,000 in January 1978 358,000 385,000 
Other 610,000 178,000 
9,098,000 10,478,000 

Less current portion 2,307,000 2,298,000 


$6,791,000 $ 8,180,000 


Security on bank loans - 
The Company's bank loans and overdraft are secured by the following: 
(i) 1,016,975 shares of Bankeno Mines Limited: 
(ii) a general assignment of accounts receivable; 
(iii) a $6,500,000 floating charge debenture on the undertaking and assets of a subsidiary, Brinkerhoff Drilling 
Canada Limited and a first mortgage on certain of its drilling rigs and other assets. 
Covenant - 
As a condition of obtaining the term bank loans, the Company has undertaken, if requested by its bankers, to 
make an offering of its shares by January 1975 in an amount sufficient to repay the term bank debt. 
Interest expense - 
Total interest expense on long-term debt was $906,000 in 1973 (1972 - $71,000). 


8. Share capital 


(a) 


(b) 


During the year, the Company issued 165,000 shares, at the quoted market value on the day of the transaction 
of $2.75 per share, in exchange for 57,995 second preference shares of a subsidiary, Challenger Rentals Ltd. 
(formerly Heath & Sherwood Drilling (Western) Limited). 

Under the terms of a new stock option plan, options have been granted to employees to purchase 265,000 
shares of the Company at prices ranging between $2.20 and $2.46 per share. 12.5% of these options are 
exércisable on or after September 30 in each of the years 1973 - 1980; these options expire 

December 31, 1980. 

The Company has reserved 265,000 of the authorized and unissued common shares for possible exercise of the 
options. No options are exercised in 1973. 
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9. 


10. 


11. 


12. 


13. 


14. 
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Income taxes 


It is estimated that deductions for tax purposes of $3,463,000 resulting from carry-forward of losses for tax 
purposes of $1,458,000 and capital cost allowances claimed to date for tax purposes of $2,005,000 less than 
depreciation recorded in the accounts, will be available to the companies to the extent of future earnings. 
Deductions for tax purposes as a result of loss carry-forwards will expire as follows: 


1974 — $ 236,000 
TOTS — $ 303,000 
1976 — $ 319,000 
1977 — $ 542,000 
1978 — $ 58,000 

$1,458,000 


Extraordinary items 

In 1970 the Company acquired a drilling technique referred to as slim hole drilling. Because of a continued lack of 
industry acceptance, the Company in 1973 a.) has written-off goodwill of $991,000 related to the acquisition of this 
technique and b.) has written down the value of certain of the rigs and related inventory by $796,000 (less related 
tax recovery of $406,000) to estimated realizable value. 


Lease commitments 

The companies are committed under leases for periods varying from 1 to 9 years for a total remaining lease 
commitment of $501,000. The lease commitment for 1974 amounts to $115,000. 

Statutory information 

The aggregate remuneration of directors and senior officers (as defined under the Business Corporations Act, 
1970, Ontario) was $309,000 for the year ended December 31, 1973 (1972 - $180,000). 

Statement presentation 


Deferred income taxes previously recorded by acquired companies have been shown separately as ‘deferred 
income taxes” in the Company’s 1973 consolidated balance sheet. In 1972, such deferred income taxes of 
$1,106,000 were applied to reduce the carrying value of the assets acquired. The 1972 financial statements have 
been restated to conform with the 1973 presentation. 


In addition, certain other 1972 figures have been regrouped for comparative purposes. 
Subsequent event 


Subsequent to December 31, 1973, the Company entered into a conditional agreement to purchase certain natural 
gas leases, licences and permits in the Province of Alberta containing proven reserves. The total consideration for 
the purchase is to be satisfied as follows: 


(a) the issue of 450,000 shares of the Company at $4.00 per share; 
(b) the transfer of 80,000 shares of Bankeno Mines Limited held by the Company valued at $5.00 per share; 


(c) the assignment of the Company's 5% carried interest in Bankeno’s interest in 6,176,260 land acres in 
the Arctic valued at $325,000; and 

(d) the assumption of the pro rata costs incurred in drilling a test well on the purchased property fixed 
at $250,000. 
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